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Two views of the powerhouse excavation at the Hinds Lake Power Development Project. Work is being carried out by the Construction 
Division of McNamara Corporation of Newfoundland Limited for the Newfoundland and Labrador Power Commission. 
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The reported net loss for the six months ended June 30, 
1978 of $2,330,000 on a volume of $23,875,000 compares 
with net earnings of $3,037,000 on a volume of $26,893,000 
for the same period in 1977. The 1977 results included an 
exceptional net of tax claim recovery of $5,400,000. Also in 
1977, revenues from our Residential Property Division 
exceeded expectations in the first half of the year, an 
achievement which has not been duplicated to date in 
1978’s slow markets. However, land sale negotiations 
currently underway would indicate that this situation is 
improving. 


Since the end of May, our construction divisions have been 
awarded contracts in excess of $55,000,000 including the 
recent award of a $25,400,000 hydro-electric project in 
Newfoundland. These awards have resulted in a backlog of 
contract work in hand which is more than double the 
volume achieved by these divisions in any of the past 
several years. Although construction operations got off toa 
slow start in the first half, a very strong second-half per- 
formance is anticipated together with a substantial carry- 
over of work into 1979. 


Our Equipment Supply operations have shown a modest 
improvement in operating results to date, returning small 
profits in both May and June despite the continuing 
depressed state of the industry in general. 


In 1977, the Company reported a loss from discontinued 
operations of $1,653,000 for the six month period. Ad- 
ditional losses and provisions increased this loss to 
$4,612,000 by year-end 1977. No losses have been suffered 
to date in 1978 on the disposition of assets remaining in this 
category. However, the timing of such disposals has been 
slower than anticipated and additional provisions for 
carrying costs may be required during the second-half if the 
situation does not improve. 


Despite the continuing burden placed upon the Company 
by the discontinued operations, we feel most encouraged by 
the steady improvement in the financial stability and 
profitability of our ongoing operations. Whereas these 
improvements have not transpired as quickly as we had 
hoped, the foundations for future profits are being soundly 
and carefully constructed. 


cH On behalf of the Board, 
gs Pans yaad Yi 
_ 


President & Chief Executive Officer 


UNAUDITED CONSOLIDATED STATEMENT 
OF EARNINGS (LOSS) & DEFICIT 
FOR THE SIX MONTHS ENDED JUNE 30, 1978 


1978 LEE: 


Gross’ Revenue... titiaeaereton ae $23,875,000 $26,893,000 


Costs and Expenses: 
Cost of sales and other expenses 23,860,000 24,790,000 


Depreciation and lease costs .. . 1,357,000 1,471,000 
Interest and other financing 
COSES: Aita's Sha Sicmemera eek: 988,000 1,342 000° 


26,205,000 27,605,000 


Earnings (Loss) from operations 

before the undernoted...... (2,330,000) (710,000) 
Recovery of California Claim 

less Provision for Income 


Taxes of $5,300,000........ — 5,400,000 
Loss from discontinued 

Operations) eeaa gs see ee — (1,653,000) 
Net Earnings (Loss) for the 

PeHlOd Math tee eee per ee ($2,330,000) $3,037,000 
Earnings (Loss) per share....... (16.5¢) 21.5¢ ) 


UNAUDITED CONSOLIDATED STATEMENT 
OF CHANGES IN FINANCIAL POSITION 
AS AT JUNE 30, 1978 


Use of Funds: 
Net Loss (Earnings) ......... $ 2,330,000 $(3,037,000) 
Depreciations.2 se eee ee (848,000) (902,000) 


1,482,000 (3,939,000) 
Payment of (provision for) 
income taxes on claim 
TECOVELVE Ut eee Ree ae 502,000 (4,700,000) 
Increase (decrease) in net 
assets of discontinued 


operations’ tii 4 425. cu ome 1,338,000 (638,000) 
Increase in net assets of ongoing 
operations 314 bts cuaey .. , 3,961,000 3,049,000 
Purchase of plant and 133 
equipment, net ........... 195,000 1,209,000 
Increase (decrease) in Banik 
Borrowings) i2 fore yee 7,478,000 (5,019,000) 


Bank Indebtedness, including 


ofveariii4 py aeetene pad tn 8,384,000 22,684,000 


Bank Indebtedness, including 
Term Loans at June 30th.... $15,862,000 $17,665,000 
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To The Shareholders 


For the year ended December 31, 1978, Bovis Corporation Limited had a net loss of 
($1,713,000) on gross revenues of $76,710,000 compared with net earnings of $1,164,000 on 
gross revenues of $56,753,000 in 1977. (The 1977 results included a claim recovery from the 
State of California of $5,694,000 net of tax). 


Ongoing operations of the Company produced a profit of $1,577,000 in the Fourth Quarter of 
1978 reducing the full year’s loss from operations to ($376,000) compared with a profit of 
$82,000 in 1977. 


Losses incurred and provisions for future losses from discontinued operations for the year 
ended December 31, 1978 totalled ($1,337,000) compared with a loss of ($4,612,000) in 1977. 


Although the 1978 results are unsatisfactory, continuing improvements have been achieved in 
ongoing operations as highlighted in the following Review of Operations. 


REVIEW OF OPERATIONS 


Newfoundland Construction 


The Construction Division of McNamara Corporation of Newfoundland Limited ended the 
year with a volume of $21,000,000 compared with $12,000,000 in 1977. Satisfactory profits 
were realized on the substantially increased volume, although many of the projects were at an 
early stage of completion and it is the Company’s policy to defer full recognition of profits 
until projects are well underway. 


The major projects carried out in 1978 were the completion of the new docking facilities at 
Port aux Basques, the construction of the Waterford Valley Sewage System in Mount Pearl, 
the construction of 26 kilometers of highway on the North West Coast of the Province and the 
start of the $26,000,000 power development at Hinds Lake for the Newfoundland and 
Labrador Power Corporation, which is scheduled for completion in September, 1980. The 
substantial carry-over of work ($30,000,000, $22,000,000 of which is scheduled for com- 
pletion in 1979) and the new work prospects for 1979 should result in much improved profits 
from this division. 


Due in part to the continuing programme of updating the equipment fleet, but primarily 
because of the increased equipment requirements resulting from the level of work in hand, 
over $7,000,000 of capital expenditures were made in 1978. 


Marine Operations 


The Marine Division’s volume of $14,000,000 in 1978 was almost double the $7,600,000 
achieved in 1977 with profits increasing proportionately. The major projects carried out 
during the year were the construction of a concrete crib dock for La Societe du Parc Industriel 
du Centre du Quebec, South Shore, Becancour, Quebec, and the construction of a concrete 
crib dock and fill for construction of a container pier for the National Harbours Board, 
Fairview Cove, Halifax. Both projects are scheduled for completion in June 1979. 


There is a substantial volume of carry-over work ($11,000,000) much of which has been sub- 
contracted out resulting in lower margins. However, this division has been low bidder on 


about $20,000,000 of new work tendered in 1979, which is expected to be awarded and which 
combined with the carry-over work should produce satisfactory profits in the current year. 


McNamara Industries 


Despite an increase in steel fabrication and erection volume of about $1,000,000 to $6,500,000 
in 1978, profits were marginally lower due to very competitive conditions and shortages in 
domestic and foreign steel supplies. The major projects awarded in 1978 were the supply, 
manufacture and erection of a Transfer Bridge superstructure at Port aux Basques, design, 
supply and erection of hydraulic sluice gates for the Hinds Lake project and the construction 
of 30 cement silos for Marystown Shipyards. 


In 1978, in order to maintain its competitive position, the division completed substantial 
improvements to its production facilities. These improvements included a modern Beam Line 
installation which, together with other related expenditures, improved the fabricating facilities 
and material flow through the plant. 


With the deferral of some major contract work due to supply shortages, the division’s carry- 
over volume of work is in excess of the volume achieved in 1979. 


Equipment Federal/General Supply 

The equipment distributorships in Ontario and Quebec reported in excess of $25,000,000 
volume, a 25% increase over 1977 levels (including sales of discontinued lines). The volume 
improvement combined with tight cost controls and overhead reductions, enabled the 
divisions to generate nominal profits in 1978, a most significant and gratifying turn-around 
from prior years’ results. Much of the improvement experienced in 1978 is attributable to a 
resurgence of and a concentration of sales effort in the mining and forestry markets. 


Concrete Products 


This division had a successful year in 1978, maintaining its profit level, with a volume of 
$6,150,000, up nominally from 1977. The outlook for 1979 is difficult to forecast at this time 
as to date no major tenders have been called for new work. 


Control & Metering 


This division, with expanded activities in the Montreal area, increased its volume from the 
design, supply and installations of water treatment and monitoring devices from $2,700,000 to 
$3,600,000 and produced a modest profit. Equivalent volumes appear assured for 1979. 


Project Management 


Early in 1978 this new division commenced exploration of the market for opportunities to 
provide project managment or engineering services. Several good contacts were developed and 


a number of future work prospects are identified. Utilization of existing in-house expertise has 
enabled the division to keep costs at a minimum and no significant expansion of the division is 
planned until substantial contracts are obtained. 


Property 

No net reduction in the assets of discontinued property operations was experienced during the 
year because the sales that were made of the remaining Toronto area commercial properties 
were offset by the costs incurred to finish construction of the Centre West office building in 
Edmonton and the reaquisition of the Ontario Housing Division which was necessitated as a 
result of the insolvency of the purchaser. 


A further disappointment on the property side was the failure of the Residential Property 
Division to achieve anticipated sales and profits. The small loss from this division compared 
with profit achievements in prior years, had the effect of obscuring the overall improvement 
during the year in the results of other ongoing operations. 


Because of the increased volume in our construction operations and the consequent need for 
increased working capital, the Board of Directors has recently concluded that the property 
disposition programmes should be accelerated. The Company’s current posture is therefore to 
convert its real estate assets into cash as quickly as possible in order to alleviate the increase in 
bank borrowings that will be required to finance ongoing construction work in 1979. This 
accelerated programme of disposition may again result in some further net losses from 
discontinued activities in 1979, 


CONCLUSION 


A review of operations indicates that the general trend of the Company’s activities is towards a 
more cohesive and controllable operation. A number of uncertainties unfortunately continue 
to exist, including the impact of our disposition programmes, the outcome of the dredging trial 
currently in progress and the excess inventory situation that still prevails in our equipment 
operation. 


On behalf of the Board, I would like to express our appreciation to our employees who have 
worked effectively and with dedication during the past year. 


SUBSEQUENT EVENTS 
Proposed Amalgamation 


On March 16, 1979, the Corporation announced that agreement in principle had been reached 
between Bovis Limited, the controlling shareholder of Bovis Corporation, and James F. Kay, a 
well-known Toronto businessman, to sell the shares owned by Bovis Limited in the Cor- 
poration at the price of 75¢ per share (Canadian). The agreement in principle provided for an 
amalgamation of the Corporation with Peel-Elder Developments Limited, a corporation 
presently owned by Hatleigh Corporation, provided that the shareholders of Hatleigh Cor- 
poration and of its parent, North Canadian Oils Ltd., approved of the sale of Peel-Elder 
Developments Limited to an investment company owned by Mr. Kay prior to the 
amalgamation. 


Under the terms of the proposed amalgamation, all shareholders of the Corporation, including 
Bovis Limited, would receive for each common share of Bovis Corporation Limited, one non- 
voting redeemable preference share with a par value of 75¢ (Canadian) which would then be 
redeemed for 75¢ cash per share. Mr. Kay’s investment company would receive all the 
common shares of the amalgamated corporation. 


Details of the proposed transaction will be outlined in the information circular which will be 
mailed to all the shareholders of the Corporation in conjunction with the shareholders’ 
meeting to be called to approve the amalgamation. The Corporation, management and the 
board of directors are taking a neutral position on this proposal in order that the shareholders 
may have full scope to independently decide the matter. However, every effort will be made to 
provide to the shareholders all possible information relevant to the decision in the information 
circular. 

Litigation 

On May 5, 1979, a subsidiary of the Corporation, McNamara Corporation Limited was found 
guilty on criminal charges of conspiring to defraud the government by rigging bids for 
dredging work during the period from 1967 to 1974. The date for hearing argument from 
counsel on sentencing has been set for June 4, 1979. The Crown has indicated that it will ask 
for very substantial fines to be levied against McNamara and the other defendants who have 
been found guilty of the charges. 


The trial related to the foregoing lasted 14 months and was extremely complicated and costly. 
At the present time the Corporation is exploring the appeal procedures available to it but until 
sentencing is concluded in mid-June no final assessment of the potential liability can 
realistically be determined. 


Respectfully yours, 


— 


R. MacTavish 
President and Chief Executive Officer 
May 7, 1979 


Bovis Corporation Limited 
CONSOLIDATED STATEMENT OF FINANCIAL POSITION 


AS AT DECEMBER 31, 1978 
(with comparative figures for 1977) 


ASSETS 1978 1977 
CURRENT 
Accounts and notes receivable, including $2,729,000 retained by customers 
in accordance with contract provisions (1977 - $989,000).............200eeeeee $17,093,000 $10,402,000 
Tn Ven tories sc iiae aie he, iw at ata de Bae eral eager coerce eae arate ar 18,164,000 15,232,000 
Construction contracts in progress............... PN cile Sh by ane A na PIAS nti a 641,000 295,000 
Prepaid:expenses ss 95054.5 p28 Sie coe tate retin te ae vec ke eee 122,000 151,000 
Assets held for disposal, at estimated realizable value (Note 3)..................24. 20,152,000 19,565,000 
Property for sale or under. development. .c 2 ceca aa eee set or eee ee 1,788,000 1,649,000 
Current portion of mottgages receivable; 2.2.25 Gah, cotetegate tet ey en eee 1,455,000 548,000 
59,415,000 47,842,000 
Mortgages receivable, net of current portion (Note 4) ............ cece eee eee ees 3,394,000 4,706,000 
Land held for future dévelopment f044 55. ie es ee ee ee eee Sas 4,430,000 3,743,000 
Sundry Assets ® lcs Soe cecale Seas Bhaneal eee ace oo cloner ta nei a eA aU ea ee 527,000 524,000 
Loans re‘Share Participation; Plan (Note 5) S.22'2¢ sie aries siete een eee 407,000 428,000 
Property, Plant & Equipment 
Unencumbered> i.) cb a lig ee eo ar rea $26,728,000 
Encumbered by lease or conditional sale contracts (Note 9) ........... 19,050,000 
45,778,000 
Less: accumulated depreciation: <3 2's 2: 2 agate ie eee 21,695,000 24,083,000 17,429,000 


On behalf of the Board: 


Director 


Director 


AUDITORS’ REPORT 


The Shareholders, 
Bovis Corporation Limited. 


See accompanying notes to. 


We have examined the consolidated statement of financial position of Bovis Corporation Limited as at December 31, 1978 
and the consolidated statements of earnings and deficit and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


LIABILITIES 1978 


CURRENT 
Memarrnienteuness (NOlES 3: aNd O)-o fe ei as Gadus wee. oe 'e Hee eaiech Wels ake alee e's $11,308,000 
Accounts, notes payable and accrued charges (Note 7) .......... 0... e eee ee eeee 23,999,000 
Indebtedness en assets held for disposal, including bank 
indebtedness of $385,000 (1977 — $819,000) (Note 3).......... 0.00 cece eee eee 12,659,000 
Mortgages on property for sale or under development (Note 8) .............+--4-. 166,000 
MR Sy AY SLOSS ol ent relate CMa Co hite wee al yee bind no Lack get bob. e aca Ses oa 4,150,000 
Me terrea come Ol CONSIUCHON CONTACTS. eee Se ak eb ie pe ae as 745,000 
ECT) OL Lerma ATIK AOATIS. <50- 4. ue eh eyo) oa ea ooo thse 3 eS week ee aes 1,000,000 
Current portion of obligations under lease 
rE al STIR CONT ICES «eh aha aso attite aoe bie Gua Sik WSO ele & w Bava Obata oe. 3,663,000 
57,690,000 
Praia AT FO0ATIS (NOTED). 8) sense doe cacao kw eke eye bobo eat a edigl pw. byete ly Siae a kee 3,500,000 
Obligations under lease and conditional sale contracts (Note 9) ...........-.0 eee eee 11,099,000 
Mortgages on land held for future development (Note 10)..............-..- 200 1,848,000 


SHAREHOLDERS’ EQUITY 


Capital stock (Note 5) 
Authorized 
15,000,000 shares without par value 
Issued 
SEU Ba etl CCR SET Uae naan RE ANE Rg oc Re ARTE teeth epi Mie her PM ae MeN Taye A 20,614,000 
BPR PEA LCC! SUT DNIIS ter wy a Seas tea Be Ale eee Pew hed ed eres esta Neagle Gm eamn ena. VAttobe Buaes 8,179,000 
28,793,000 
(EE Ty SEE NAR AGO BRC See St So ely Oe a ME aE DN sear CUiQSrnLh PAREN UEAL SoNane are a Ceo e 10,598,000 
18,195,000 
Ree os POG SALES ACH INIEO Al COSE Woe a! ci ieial sa oss seas © Sobae oS kee ty ogee Sodom e NebnS hae 76,000 
18,119,000 
$92,256,000 


dated financial statements. 


1977 


$ 5,065,000 
16,995,000 


12,366,000 
536,000 
4,652,000 
28,000 
1,000,000 


2,697,000 
43,339,000 
1,500,000 
8,330,000 
1,671,000 


20,614,000 
8,179,000 


28,793,000 
8,885,000 


19,908,000 
76,000 
19,832,000 
$74,672,000 


In our opinion, subject to the resolution of the matters described in Note 17, these consolidated financial statements present 
fairly the financial position of Bovis Corporation Limited as at December 31, 1978 and the results of its operations and the 
changes in its financial position for the year then ended in accordance with generally accepted accounting principles applied, 
after giving retroactive effect to the change (with which we concur) to the capitalization of leases and depreciation referred to 


in Note 2 to the financial statements, on a basis consistent with that of the preceding year. ve ae 
Toronto, Ontario IEA 


February 20, 1979. Chartered Accountants 


~) 


Bovis Corporation Limited 
CONSOLIDATED STATEMENT OF EARNINGS AND DEFICIT 


FOR THE YEAR ENDED DECEMBER 31, 1978 
(with comparative figures for 1977) 


1978 
Gross revenue (Note 13) ois ag ins genes em wee ae Sea nc once ea ee $76,710,000 
Costs and expenses 
Cost of'sales:and other expenses 21, a)... .26 3s saeoy oa eke eee aoe eae ieee 71,973,000 
Depreciation }) e525 0 oe epta highs be ces a ee a ee a em 2,762,000 
Interest foo poste ee: a ae OLA at ea ee a 2,351,000 
77,086,000 
(Loss) earnings from ongoing operations before claim recovery 
and provision for incomie taxes 255, 60-22 $k Leos ae ol ae Re ce ee (376,000) 
Recovery of California claim, net of related income taxes................-----2-5% — 
(Loss):earnings from ongoing operations \2).)s Ga baw aia a er ee eee (376,000) 
Loss from discontinued operations (Notée3) 25-0 se ne eee eee ieee (1,337,000) 
Net (loss) earnings for theyear/.(e/acecii acs aon ee aor divas ga a era eal (1,713,000) 
Deficit.at- beginning of year, as:restated. . 2 2 oc pio as eee ee 8,885,000 
Deficit atiend of year. 52s ies en eee ee ce ee ee $10,598,000 
(oss) earnings per shares esc Grae so eure nas alee aah ee ee ee sean ($0.12) 


See accompanying notes to consolidated financial statements. 


1977 


$56,753,000 


52,605,000 
2,343,000 
1,723,000 

56,671,000 


82,000 
5,694,000 
5,776,000 

(4,612,000) 
1,164,000 
10,049,000 
$ 8,885,000 


$0.08 


j 
| 


Bovis Corporation Limited | 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1978 
(with comparative figures for 1977) 


SOURCE OF FUNDS: 


From operations 


Ongoing 


Earnings (loss) 


Depreciation 


Discontinued 


Increase (decrease) in accounts, 
notes and income taxes payable 


Reduction in property and other 
net assets of ongoing operations 


USE OF FUNDS: 


Additions to property, plant and equipment, net 


Less net increase in related obligations 
under lease and conditional sale contracts 


Increase (decrease) in accounts receivable, 
inventories and contract work in progress 


(Increase) decrease in bank borrowings 
Bank indebtedness, including term loans 
at beginning of year 


Bank indebtedness, including term 
loans at end of year 


Ce | 


Cr | 


Ce | 


Cy 


oe ee eee ee ee ee we eo we ww ew ww ew 


Ce ee 


oocvreeee ee eee eee ee eo ee we eo we we ew ow 


Pie eo, ee ae 0) eh 6 et fe" e ee! & BP eNO a, Oe! BOO Oe) OSG we ce: (8: ee 


ne ha oe ee a ei nee) hel Oe O16 ee ere) 01.6 te Me Le Le wire 6) IM e) O16, 0) C656 1s: Be Se ei 


Seg wake ee ie) O- Oke, es one Oh Oe ee, ee 2s) eB PON ws OL Oe OLE An > OO! Te" 8 @ Cal ele pe: ete ls 


1978 


($ 376,000) 
2,762,000 
2,386,000 


(1,337,000) 


(1,337,000) 
140,000 


(1,197,000) 


1,189,000 
6,502,000 


150,000 
7,841,000 


9,416,000 


3,735,000 
5,681,000 


9,969,000 
15,650,000 
(7,809,000) 


(8,384,000) 


($16,193,000) 


See accompanying notes to consolidated financial statements. 


1977 


$ 5,776,000 
2,343,000 
8,119,000 


(4,612,000) 
7,000 
(4,605,000) 
10,964,000 
6,359,000 
14,478,000 


(1,437,000) 


2,935,000 
15,976,000 


4,319,000 


2,179,000 
2,140,000 


(464,000) 
1,676,000 
14,300,000 


(22,684,000) 


($ 8,384,000) 
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Bovis Corporation Limited 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1978 


1. Summary of significant accounting policies 


a) The consolidated financial statements include the accounts of the Company and its subsidiary companies. 


b) Recognition of income 


c) 
d) 


€) 


i) 


ii) 


iii) 


iv) 


Income from construction projects and construction joint ventures is recognized on the percentage of completion 
method. 


It is the policy of the Company not to reflect construction or other claims in the financial statements until the 
compensation has been awarded; but to expense the costs relating to such claims as incurred. 


The Company’s accounting policies relating to its property development activities have been established in ac- 
cordance with the recommendations of the Canadian Institute of Public Real Estate Companies. 


The Company follows the policy of capitalizing as part of the cost of property for sale or under development and land 
held for future development: 


— direct carrying costs such as mortgage interest, realty taxes and other costs which pertain to such properties, and 
— interest on general borrowings considered applicable. 

The total of such costs included in the cost of properties held for sale or under development or land held for future 
development as at December 31, 1978 amounted to $1,925,000 (1977 — $1,390,000). 

Income from property transactions is recognized as follows: 


Land sales — when all material conditions have been fulfilled, at least 15% of the purchase price has been received 
and interest is accruing at a reasonable rate on the balance due under the sale. 


Inventories and construction contracts in progress are valued at the lower of cost and net realizable value. 


Property, plant and equipment is stated at cost and depreciated over the estimated useful life of the related assets prin- 
cipally on the straight-line method. Expenditures for maintenance and repairs which do not materially extend the life of 
assets are charged to operations. 


Leases are classified as capital or operating leases. A lease that transfers substantially all of the benefits and risks incident 
to the ownership of property is classified as a capital lease. All other leases are accounted for as operating leases wherein 
rental payments are expensed as incurred. At the inception of a capital lease, an asset and an obligation are recorded at an 
amount equal to the lesser of the present value of the minimum lease payments and the property’s fair value at the 
beginning of such lease. Assets recorded under capital leases are amortized on the same straight-line method described in 
“d” above. 


2. Accounting changes 


In 1978 the Company changed its method of accounting for leases to comply with the provision of the Canadian Institute of 
Chartered Accountants recommendation on “‘Leases’’. This recommendation requires that leases meeting certain criteria be 
capitalized and depreciated over their estimated useful life, with appropriate charges to operations for the interest portion of 
rental payments. The application of the recommendation is effective for leases entered into after January 1,1979 although 
earlier retroactive application is encouraged. The Company has elected to retroactively adopt the recommendation and ad- 
ditionally has changed its depreciation policy on heavy construction equipment from a diminishing-balance method to 
straight-line method. Accordingly, the financial statements of prior years have been restated. As a result of these accounting 
changes, the 1978 loss was reduced $54,000 and the 1977 net earnings increased $11,000. The balances of deficit at January 1, 
1978 and 1977 have been restated for the effect of applying retroactively the new method of accounting. 


1978 1977 


Deficit at beginning of year 
As previously reported ccc anh silat alu oo pe Ric el eect Poe cies Oat) we dy ithe $8,929,000 $10,082,000 


Adjustment for the effect on prior years 


of applying retroactively the new method of 
accounting for leases and: depreciationsag cite sees sper bance ease now cunieue 44,000 33,000 


As restated sic cts, 4 at anesthe ae ue Stu esis Si ae SCAT A are ee $8,885,000 $10,049,000 


3. Discontinued Operations 


a) During 1978 the Company continued the disposition programme commenced in 1976. The gross assets and liabilities of 
the discontinued operations were significantly increased during the year when re-acquisition of the assets of the Ontario 
Housing Division was necessitated as a result of the insolvency of the purchaser and his default on the note secured by 
these assets. 


The earnings or losses from operations in the discontinued programme and the costs incurred and expected to be incurred 
in the future on an orderly disposition, have been reflected on the consolidated statement of earnings under the caption 
“loss from discontinued operations’. 


The following is a summary of the discontinued operations: 


1978 1977 
BNSC Str rect yt ree ch A RI eich rene RUBLE A aie OS, Wh Eig grid aang $5,639,000 $11,987,000 
REOSEGHALIGNER PICTISES a] Su ene RE UI) nie cue Latta obo meee cue Gene me atieta ts esl ce avactue yo 6,976,000 15,613,000 
1,337,000 3,626,000 
Net loss on sale of investment in Consolidated 
Busine Corporation Lim ibed ey 4s ts iolshe Sites ahs cnae sceeee ele ie, Hie Sd e wiBha. be — 986,000 
BN GSEULOS Seca Marmara cache Ser hae) roe. Tia bus Mit Teqre EQN he wey tee chit Te ey cakes grat ates $1,337,000 $ 4,612,000 


The above costs and expenses include interest of $1,307,000 (1977 — $1,225,000). 


b) The remaining assets of the discontinued businesses are valued at estimated net realizable values and are grouped on the 
consolidated financial statements under the caption “‘assets held for disposal’’ and include: 


1978 1977 

Receivable on agreement for sale 

GLO ntario MoOuUsiNg ryaSions Arm ae a veie crated we Giese eae lant oka. cna porated $ — $ 812,000 
Ontario Housing assets 

PO-ACOMIPEC CUEING VEAL fat wr deer arate eM MuehtinL ge ler hie Maan at alto einige 3,282,000 — 
Priv ENtOLies Ole GUIPMENT cose. tone ake ruraietaaes eames ecanbacaneh dons. one Slucinenaes eye 696,000 1,431,000 
Commercial property and Montreal housing assets .............+5------ 15,096,000 16,028,000 
WRU AGC AGABR aes secs ak ipa Seas GMb cs na eh Mee cmden mee tpt he vale BO We 1,078,000 1,294,000 


$20,152,000 $19,565,000 


c) The indebtedness on assets held for disposal includes: 


1978 1977 

Mortgages and mortgage advances on commercial 

property and housing assets (the average rate of interest on 

these mortgages and/ advances is 10.69%) oo sisi acees ass 0,0 ol ope ava te oe) ope'e $ 9,260,000 $10,944,000 
Ontario Housing Division 

DIOFLSARE AGV ANCES ea iret poor eit c/ateta tira eaaeneto aie “ed's. aletay stara aherdl nutakrs 2,678,000 — 
Chattel mortgages on discontinued lines 

QE SO Es op Pete ES Sieg eee ern ney Ca CEO SUES a aR rE ALE STR 336,000 603,000 
Bankilettéerof credit Of Property Asset «cee )sie.asers! oma iene: s Isiete wove lo ep ebeeercls 198,000 415,000 
Bank loan secured by mortgage loan portfolio 

Cited SUBSICIAL VCOMIPAINY ans ehcens hh melsuia is IM lecocs, vias wtaihe,eicniolal wions olin ered, ole 187,000 404,000 


$12,659,000 $12,366,000 
4. Mortgages receivable 
1978 1977 


ILOLEe apes MECELVADLENN iis crit a Mle tein a ates ole eed oe oae wale a BARBI saan. $4,849,000 $5,254,000 


IAVELASE TALC OVANTEL esas Nano ep era en! wre Sorckay nce Patents i> aba wirts Yel Ss > 9.89% 9.72% 
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5. Share participation plan 


The Company has two share participation plans under which 720,000 shares were reserved. The original plan became ef- 
fective in 1971 and the second plan in 1975. The Company provides interest-free loans to officers and key employees to enable 
the purchase of shares. 

Under the original plan, the loans may be repaid at any time and mature ten years from the purchase date. The shares pur- 
chased are held by a trustee and may be released to the employee at a rate of up to 20% per annum commencing one year after 
the purchase date, provided pro rata payment on account of the loan is received. 

Under the second plan, loans are repayable by monthly payroll deduction over a five-year period or sooner, at the option of 
the employee. Shares purchased are held by a trustee and may be released to the employee in the equivalent percentage to the 
repayment of his loan. 

Shares reserved, issued and released under these plans are as follows: 


Original Second 


Plan Plan Total 
Reservediss sxccos i teget suliea: Rosa 2 te ton Gece he amet to te ones a en ect oot tthe ea apeami eee 520,000 200,000 720,000 
Issued-and held by trustee at January 15,1978. 03.05.25. te ele 410,790 81,900 492,690 
Shares released during the year stv. cians aicretech hess ches nue eee reer ene -- 11,950 11,950 
Issued and held by trustee at December 31,1978 .................00000s 410,790 69,950 480,740 


Loans outstanding to officers and key employees at December 31, 1978 in connection with the purchase of shares were 
$407,000 (of which $135,000 was to an officer who is also a director). The 480,740 shares held by the trustee include 242,684 
shares held against the aforementioned loans. The remaining shares are held against unpaid loans made to former officers and 
key employees. 

Employees who are terminated by the Company are indemnified against loss under both plans should the proceeds on the 
ultimate sale of the shares by the trustee be less than the employee’s related outstanding loan. Existing officers and key 
employees are also indemnified against loss in certain circumstances under the original plan only. 


. Bank indebtedness, including term loans 


The bank indebtedness, including term loans is secured by accounts receivable, specified land and premises and a first floating 
charge on the assets of the Company and operating subsidiary companies. The term loans are repayable $1,000,000 per year 
to 1981 and the balance in 1982. 

The Company has given covenants to its bankers that provide, among other things, for the maintenance of a minimum level of 
shareholders’ equity and level of debt, as defined, to shareholders’ equity. The Company is restricted, among other things, 
from paying dividends without their prior approval. 


. Accounts, notes payable and accrued charges 


The accounts and notes payable include approximately $7,537,000 (1977 — $5,276,000) due to equipment suppliers and 
finance companies, which are secured by inventories of equipment. 


. Mortgages on property for sale or under development 


1978 1977 
Mortgages on'property for saleior under development .................--- $166,000 $536,000 
Mortgages on property for sale or under development will be discharged out of proceeds of sales which, it is anticipated, will 


be obtained prior to the maturity date of these liabilities. The average rate of interest on these mortgages is 12.02% (1977 — 
9.25%). 


. Obligations under lease and conditional sale contracts 


These obligations are due as follows: 


7 A EAS ct, tt Se ary) SMa RR MB eur t BPE MeN Con EE Rina, OARS SiH BUT nah Sem o16 $ 4,557,000 
LO BO. io) oes Rail Si cee Sah okey tra Bla ty Bical eee gul ae Meee hae nan ANTR NSN dirt ieee ae i pea care 4,355,000 
Oy) pean a ARS aA aie sy gPU Relea aimltania Sy tae itn en mini, Bare oe SAR ahem aes c 4,731,000 
LB a aay lee hee uae a ares oh at Waa ae at Pacrtes nee fest TCLs tot fptagsats iy ete AT aD, e ead ene Renae Maecenas 3,614,000 
LO83,and'subsequentio Fic. c35 esses) antes suv acte reas amare race tase niatny ae Miah le erea aoe etal ne i tegeyres eee 133,000 
“Fotal obligations, 523 once caacaro cheer Cae ete eta ere Ie caret ae SUIT Tet oe Cael a caret etre 17,390,000 
Less:amount representing interests 0.8. 2.) esarests hast cumtnice omanee ae hce cera ep Pee ere 2,628,000 
Capitalized lease and conditional sale contract obligations..............0.c0eeceeeeeee $14,762,000 


10. 


11. 


12. 


Mortgages on land held for future development 


The balances at December 31, 1978 bear interest at an average rate of 11.50% and are repayable as to principal approximately 
as follows: 


OPO eran eee A reek erties en serosa ccc inns $ 664,000 
NO SO separa ircesscete ry pe ticeskee reves teal otek stabs hone 681,000 
IAS FORTE a eats aS vs ak ts ee cee cs Raa aE 22,000 
IW ke Pelirs, . Seer or eet chute Cn omP a Clee TCR AIRONET RRR rel cia oie te 22,000 
L9Ssiandithereattetm ere rcienae Meier ree 459,000 

$1,848,000 


Remuneration of directors and senior officers 


Remuneration of directors and senior officers, as defined by The Business Corporations Act — Ontario, from the Company 
and its subsidiary companies for the year totalled $708,000 (1977 — $615,000). 


Pension Plan 


Based upon actuarial valuation of the Company’s pension plan as at December 31, 1977, the unfunded obligation as at 
December 31, 1978 amounts to approximately $389,000. This unfunded obligation will be paid and expensed in amounts of 
$49,000 per annum up to December 31, 1990. 


13. Gross revenue 
The gross revenue by class of business is broken down as follows: 
1978 % 1977 % 

GOnstiichio nen ntercat ie Ay lessens wo vine aware esata Gielts $38,213,000 49.8 $20,037,000 BS 
INVATINGVATEd CIM Gin oie scam icye aie shoes nigel) eyenenenedeh's 3,202,000 4.2 5,237,000 9.2 
Sdlesioteequipmentieaa mp ccincy ac ora celery accent ta 25,102,000 37 17,339,000 30.6 
Salesrotibuildingsmaterials qs 6 oa reneusne eel cr nents elle 10,193,000 13:3 8,700,000 15.3 
LOPELLYAdeV.elOpMentarerrierie rien keiatt crore — _ 5,440,000 9.6 

$76,710,000 100.0 $56,753,000 100.0 
Discontinued operations (Note 3) ............... $ 5,639,000 $11,987,000 


14. Earnings (loss) per share 


15. 
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17. 


Earnings (loss) per share has been calculated on the basis of the weighted average number of shares outstanding during the 
periods. 


Income Taxes 

At December 31, 1978, the Company and its subsidiary companies, in aggregate for Canadian income tax purposes, had 
accumulated losses and unclaimed depreciation and other reserves, totalling approximately $22,000,000. The potential tax 
saving that may be achieved through the utilization of this protection totals approximately $10,800,000 

Losses of prior years represent approximately $19,400,000 of the $22,000,000 total referred to above. The expiry dates for 
utilization of these losses is as follows: 


VOTO erekctara ts atencereneuer oot $ 1,408,000 
TO SO peer rates soy sreNededencr elu ebers 486,000 
ROS Meteya ere eh stones Cevoe erste) aks 10,849,000 
LOB Dee ca orysoe erate aon 2,378,000 
1983 wees hoteneereiere one 4,279,000 


- Commitments and contingencies 


a) The long-term, non-capitalized lease commitments of the Company consist of leases on premises used by the operating 
divisions. The aggregate annual lease cost of these commitments is estimated to be approximately $757,000 (1977 — 
$703,000). 

b) The Company is contingently liable under recourse provisions of conditional sale contracts. The amount of such contracts 
outstanding at December 31, 1978 was approximately $1,700,000 (1977 — $850,000). 


Litigation 
In March 1975, a subsidiary of the Company was charged together with twelve other companies, with conspiring to defraud 
the Government of Canada, the Government of the Province of Ontario and the Toronto and Hamilton Harbour Com- 


missions in connection with certain dredging contracts. The proceedings and related civil actions are currently in process and 
the ultimate liability, if any, of the subsidiary company cannot now be determined. 
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